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The following are my comments after having read the attached 



emoranda prepared by Mr. Davies and Mr. Brown, respectively 

Recent developments In China have constituted a serious 


defeat 


endangered 


Interests In China. If the disintegration of the National 
Government continues and the Communists extend their control 
substantially throughout that country, we shall be faced by a 
force hostile to us politically and publicly committed to the 


destruction throughout the world of the political, economic and 
social system which we cherish. We know that this force considers 
treachery, deceit and violence legitimate weapons to be used in 


march 


In meeting this threat In China we 


shall have need for every resource available to us and shall 
have to see that every resource plays it proper part. Conse¬ 
quently, It Is my belief that determination of our policy and 
attitude toward American trade with Communist China should be 


dnation 


In the 


light of existing Information, of our over-all policy toward a 
Communist China. The former shoxild logically derive from and 
contribute to the Implementation of the latter. This determina¬ 


tion of over-all policy 
not aware of It. 


been made 


I am 


It Is evident that should the present disintegration of the 
National Government of China continue and should Communist control 


be CO 



effective substantially throughout the country, a complete 
and thorough reexamination of our China policy would be required. 
In this reexamination of our policy and In the subsequent Imple¬ 
mentation of It, we should remember that a Chinese Commtinlst 


government has not the slightest sentimental claim upon us, and 
we 8hoxQ.d guard against permitting humanltarlanlsm per ae to 
influence us. Warfare, whether hot or cold. Is essentially antl- 


humanltarlen 

OECUSSIFICB 


In the succeeding discussion of alternative 
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policies. 





policies, It will be assumed for the purposes of such discussion 
that the authority and Influence of the present Government of 
China has been supplanted by Communist authority substantially 
throughout the country. 

We might adopt a policy of open opposition to the Commvinlst 
regime. In furtherance of this policy, we could, for example. 


(1) refuse to recognize the regime, (2) 


ibargo commercial 


intercourse between the U.S. and Communist China and attempt to 
Influence the other Western Nations to adopt a similar covirsev 
(3) support any opposition groups offering reasonable hope of 
making effective use of our support and (4) undertake a propa¬ 
ganda offensive against the Communists using all means at our 
disposal. This policy would be based upon the assumption that 
the Chinese Communists are Irrevocably committed to the role 
of Moscow tools. It would be hoped that at best, by denying 
to the Communist regime outside assistance essential to main¬ 
taining supportable economic conditions, these measures would 
lead to explosive social and economic pressures resulting In 
the overthrow of the regime; at worst they would delay and 
handicap the Communist regime In consolidating Its position 
In China and perhaps lessen Its Ideological drive Into south 
Asia. 

There are evident disadvantages connected with this course 




of action. -Experience of Russia following the ^volution indl- 


cates that a determined and ruthless leadership can survive and 


even consolidate Itself In the face of extreme economic hard- 

v-e J 1 « O y i ^ 

ships aggravated by the Imposition of extemal^embargoes. ( 


Indeed, by painting Itself In the role of Chinese standing 
against foreign persecution, the Communist leadership might 
turn oxar action to Its advantage and win to Itself widespread 
Internal support. Furthermore, the course of action described 

4 

above would compel the Chinese Communists to eliminate any 
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divergences 


p‘jb 



4 


SECRET 


divergences of opinion, If such now exist, within the Party and 

plete and perhaps Irrevocable dependenc 
upon Moscow. It would at once provoke and Justify Communist 
seizure of American-owned Industrial and commercial facilities. 


In some respects the cessation of trade might 1 


pose a greater 


hardship upon the US. than upon the Communists 

f, t ^ j 

•4f^-±>t precludor Japanese trade with north China and Manchuria, 
thereby necessitating indefinite support of the Japanese economy 
by the U.S. Finally, this course of action suffers from the 
serious strategical shortcoming of leaving no opening for a 


feasible alternative should it fall. It 


desirable 


a last resort after other courses have been fully explored but 


undesirable 


present. ^ 


/4 


On the other hand, American policy might be directed toward 
winning the Chinese Communists from dependence upon Moscow in 
the hope that there would develop a more or less Independent or 


ifflxinl 


which would place Chinese 


Interests above those of Moscow and world communism. This policy 
would be based upon the belief that powerful factions in the CCP 
recognize that the help and cooperation of the US. and other non- 
communist countries will be necessary In solving the vast economic 
problems facing China; that by evidencing a willingness to cooperate, 
the U.S. would strengthen the position of this group vls -a -vls 
loyal Moscow followers; that militant Chinese natlonallsli would 
lead the Chinese, Including many Communists, to resent dictation 
from Moscow and reinforce our efforts to weaken CCP ties with 
the USSR; and finally, that by demonstrating our goodwill toward 
the Chinese people we would retain and build up their goodwill 
toward us. This policy translated into action would probably 
mean recognition of the Communist government, continuation, or 
at least not an abrupt cessation of economic aid to China, the 
continuance and fostering of economic relations' with that 
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country 



country and the entering Into such cooperation with the Conmunlst 
government to ameliorate China's pressing economic problems as 
might be feasible. 

The foregoing approach would, I think, be folly at the 

present time. We should be consciously assisting our avowed 

% 

enemies to overcome their most pressing problems In the hope 

that they would cease to be enemies. In so doing we would 

deliberately Ignore plain and unmistakable statements of bkm*r 

purpose which have emanated repeatedly from their top leaders. 

Our greatest weapon against them, their dependence upon our aid 

to resolve pressing economic problems, would become progressively 

less a weapon as they, with our aid, resolved those immediate 

problems. In view of known Comm\mlst duplicity. It is difficult 

to see what measures they could take or what assurances they 

could give which would Justify us In believing that cooperation 

with us was other than a tactical move of momentary expediency. 

After we helped them over the htimp, we should have to depend 

largely upon their gratitude to prevent them from turning upon 

us. Gratitude Is perhaps the most ephemeral of all motivation 

In International relations. Furthermore, we may rest assured 

that absolute control of propaganda by the Communists within 

China would result In ^e^ receiving credit for any Improvement 

in economic conditions regardless of the extent to which our aid 

contributed to this; and the cessation of such aid, whether at 

# 

Communist request or on American Initiative, would Insofar as 
the Chinese public Is concerned be blamed upon the U.S. Communist 
success In Improving economic conditions would consolidate their 
position In China, permit them to devote Increasing attention to 
proselytizing south Asia and, to the extent that It enhanced 
Communistprestige, e^stltute outright assistance to Communist 
movements In other countries. In addition, by continuing aid 
to Coaninist China, we woxild give the best possible evidence to 

other 
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other countries of south Asia that they too could surrender to 
Comnunlsm and expect to receive American aid. Finally, In view 
of the limitations on our resources, any aid to Commimlst China 
would probably mean so much less aid to those forces friendly to 
us In other parts of the world. 

There remains a further possibility which appears more 
desirable under present conditions than either of the courses 
of action discussed. This policy would be based upon a recog¬ 
nition of the need of the CCPlbr U.S. cooperation and aid In 
overcoming Initial and critical problems, but would aim not 
at overcoming, but at prolonging those problems. It would seek 
to prevent a complete orientation of China toward the USSR and 
to foster divided coiinsel among the Chinese Communist leaders 
by such limited aid and evidence of cooperation as would encoiir- 
age the Chinese Commvinlsts to hope for more but would never be 
sufficient to enable them to consolidate their position. We ^ 
would follow a deliberate and calcvilated policy of helping with 
one hand while obstructing with the other. By a skillful balanc¬ 
ing of these two contradictory coxJu*ses, we might expect to avoid 
the disadvantages of the first course discussed above and the 
dangers of the second. Furthermore, we would be able to retain 
a foothold In China while gauging the temper and strength of the 

new Communist regime and determining the extent to idilch It Is 

« 

able to win public support. Strategically, we would have the 
advantage of being able to move In the direction of either of 
the more decisive cotarses discussed above at any time conditions 
make this desirable. 

In carrying out this course we should have to keep our hand 
on the pulse of Communist thinking and give doses of helpful 
cooperation or calculated obstruction depending upon the patient's 

reaction. Our eotu'se would, therefore, be largely one of skillful 

% ® 

Improvisation. The details of this course obviously cannot be 

outlined 




SECRET 




- 6 - 

















outlined in advance. However, It seems clear that initially we 
should simply wait for the Communists to make the first move. It 
Is they who will be confronted by urgent problems as soon as they 
assume responsibility for the Chinese economy. If they need our 
help sufficiently to make this an effective political weapon, they 
will Inevitably have to approach us, providing we do nothing pre¬ 


maturely 


s. By letting them make 


tures we shall retain our freedom of action. Improve o\ir bargain¬ 
ing position and create for ourselves a powerful psychological 
advantage. 

More specifically, we should cease ECA activities in areas 
which come oinder Commxinlst control and endeavor to withdraw ECA 


personnel 


Commiin 


ists regarding continuing ECA, we should simply state that the 


sing 


We should 


take no Initiative In reestablishing normal commercial relations 
but should evince restrained Interest In doing so If approached. 
By leaving our consular and diplomatic staffs In China we should 
have provided sufficient bait to provoke a Communist move. 

It Is not entirely clear to me what Mr. Davies has In mind 


when he suggests an American "amtorg**. 


American 


state trading corporation would be set up to take over, on the 
American side, commercial relations with Communist China. This 
would offer the advantage of complete control of U.S. trade with 
China and would thereby permit the maximum use of such trade as 
a flexible Instrument of policy. However, It appears to me 
subject to serious criticism from the standpoints of principle 
and practice. Such a move on our part would Impel the Chinese 
authorities to eliminate private Chinese channels of trade with 
the U.S. and to substitute therefor a similar state trading 
organisation. Opportunities of contact between private American 
and Chinese businessmen would be lost. We would be In the 
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position 
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position of adopting as a tactical move the very principles and 
methods which In a larger sense we are opposing. This was, of 


during the war. However, 


think 


polles to meet the exigencies of a situation 


t we should 
trading mono- 
lay continue 


Indefinitely, since by doing so we may so effectively destroy 
the channels of private trade that their revitalization would 
be Impossible competitively. In this connection, Emerson's 
admonition - when your enemy compels you to adopt his methods 
he has defeated you - comes to mind. From a practical stand¬ 
point, the taking over on an equitable basis and administering 
of the widely diverse private American enterprises In China 
seems to me almost Impossibly difficult. The extent to which 
and the manner in which Mr. Davies expects to do this Is not 
clear. 

Mr. Brown's recommendation of enc6uraglng normal American 
private trade with Communist China would be at variance with 


existing n.S. policy and, as Mr. Brown hi lelf states, would 



require extensive policy changes. This Is not a criticism of 
Mr. Brown's argument, since rapidly changing conditions In China 
will probably In any case call for a basic reexamination of U.S. 
policy. A considerable part of Mr. Brown's paper Is devoted to 
the development of a new policy concept toward the Chinese 
Commvmlsts - a concept which envisages the reorientation of the 
CCP In general and Mao Tse-tung In particular toward the Western 


Democracies. 


above. I think 


In this he Is overly optimistic. On the whole, I am Inclined to 
believe that a continuation of American private trading with 
Communist China would be more practical than the establishment 
of an American "amtorg". However, I believe that at the moment 
we shotild neither encourage nor discourage such trading and that. 
Insofar as possible, we shovild by licensing and moral suasion 
make It a responsive Instrument of our policy toward Communist 
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Chlna - a policy directed for the present at least at perpetu¬ 
ating the critical economic difficulties of the CCP. 
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MEMORANDUM 


Subjaot: a«neral Considerations Relating to Forthooalng ConTer- 

satlons with Mr. BeTln Regarding Developments In China 


The Department is now In receipt of London's despatch 
No. 1357 of August 17, 1949, transmitting a memorandum received 
from the British Foreign Office which sets forth British Inter¬ 
departmental views on developments In China, it Is pointed out 
that the views expressed do not represent necessarily ministerial 
opinion and that some changes may be made as a result of considera¬ 
tion of the problem by the British Cabinet. However, It appears 
llhely that In general the views expressed In the memor'iindum will 
form the basis for the British position during the forthcoming 
dlseusalons* A summary of the British views is contained In 
LomdLon's telegram No. 3240 of August 16. 

The British views with respect to specific Issues In China 
arm derived from certain assumptions made by them on the basis of 
their assessment of the general situation In China at present. 

These assumptions are set forth In the opening paragraphs of the 
memorandum In the following terms: 

"There do not seem to be any further grounds for hope 
that the Communists will fall In their bid for oomplete 
j«ver in China. Effeetive or prolonged resistanoe oannot 
be esqpeeted from the discredited Nationalist Qovernaent, 
which Can no longer hope for large-scale outside asslstanoe, 
nor, ^ fortiori, from any splinter factions Into which the 
Rationalist Oovemment may disintegrate. Planning must 
therefore be on the assumption of communist domination of 
the whole of China in the near future. 

"...As regards China Itself, it is considered that at 
the present stage any outside attempt to prevent the Com¬ 
munists from attaining oomplets power in China would not 
only be bound to fail but would rally the traditionally 
xmmepiMbe Chinese behind their new rulers, and that to dis¬ 
play a general and avowed hostility to the new regime Is 
ealeulated to drive it further into the arms of Moscow." 

Zt is evident that in formulating our own position with 

respect to* speoifio problems and before disOxission with British 


rspresentatiges 


ntative^theae detailed problems, we shsill hare 


hawe 


decided whether we are in agreement with the basic assumptions 


outlined above,. It 


that 


situation in China prepared in the Department and those received 
from the field would support the assumption that the Communists 
will succeed in the neau* future in extending their domination 
over substantially all of China ^roper and that plans should 
therefore be made on that basis. It is further believed that our 
assessments would support the view that at present there are no 
steps which this government would be willing and able to take 
which could prevent this from happening. 

On the assumption that the Communists will succeed in bring- 
ing most of China under their control in the near future, it 


would appear 


prioiary 


govex*nment would 


be to endeavor to drive a wedge between the aoviet Union and the 


Chinese Coaounist dominated regime set up in China 


Courses of 


netlon calculated in the long-run to lead to this division might 
be in general terms along the following lines: 

(1) A policy of open and avowed hostility to the Chinese 
nist regime with every effort made to multiply and magnify 


Go 


the 



short-run night 


confronting the reg 
e expected to delay 


his policy in the 



u- 


aist power in China and to lessen the force of the Communist 


drive toward south Asia by keeping the Chinese Communists occupied 


mush as possible with internal probl 


It 


probably 


drive the Chinese Gonaunists into closer dependence on soviet 


unity. 


the long-run 


would be hoped 


that either 


the regime 


th« r«giB« would oollapse as a rasult of the internal oonfllet 
or that the Chinese Coiununista, after failing to obtain fron 
the SoTiet Union sufficient eoonoaio and technical assistance to 
aeet Chinese internal problens, would in disillusionment turn to 
the West. 

(2) A policy of moderation towarxi the Chinese Communists. 

In this case it would be hoped that a growing appreciation by 
the Chinese Communists of the benefits to be derived by cooperation 
with the West and a developing awareness of basic conflicts of 
interests with the soviet Union would lead the Chinese Communist 
regime to a gradual orientation toward the western Powers. 

It seems evident from a study of the British memorandum that 
the British Government envisages a policy ailcng the lines of the 
second alternative. For example, the memorandum states: 

"It is therefore considered that the only hope of 
encouraging the emergence in China of a less anti-Western 
tendency is to give the new regime time to realise both 
the necessity of western help in overcoming its economic 
difficulties, and the natural incompatibility of Soviet 
imperialism with Chinese national interests." 

In line with this thought the British favor the continued 

■aintenance of western commercial and financial interest in China 

for ms long as possible and do not desire to dissuade British 

eomdereial interest from entering into normal commercial relations 

with the Chinese Communists. Likewise, with respect to reoogni- 

a 

tion, the British state: 

"...It is most unlikely that the Xulfillmont of any 
special conditions can be exacted in return for recognition 
ef the Ooaannist regime, and it is therefore probable that 
after a certain staM delay in proceeding with recognition 
sdght seriously prejudiee Western interests in China without 
any eeapensating advantages being obtained. The Chinese 
Oensninists theneelvee are unlikely to be seriously ineon- 
▼enieneed by the withholding of recognition. For their 
part they will probably decline to enter into diplomatic 
relations with any power which continues to recognise the 
■atioaalist Oovemaent. 
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"Bines 


"Sinoa the Nationalist (k>Ternjsent is not considered to 
be any longer capable of maintaining effectire resistance, 
the question of its continued recognition by the Powers 
should be considered on a basis of practical oonTonience 
rather than of sontiaent...” 

British thinking appears to envisaige the raising of no 

major objections to the seating of representatives of a Chinese 

# 

Communist regime in the United Nati-^ns. At least they have 
advanced the view, with which it is understood UNx^ is not in 
accord, that "The charter of the United Nations under Article 23 
and 27(3) appears to be so framed that unless there is a Chinese 
representative, the Security Council c?n make decisions only on 
procedural matters.* 

The situation within Communist controlled areas of China is 

confusing in that it is not yet possible to determine with 

asauranoe those developments which should be attributed to tem> 

porary or emergency factors and which developments are the 

refleetion of deliberate and irrevocable policy on the part of 

the Ohineee Communists. The situation, therefore, does not 

permit at this time a final Judgment of whether American interests 

aan be best served by a policy of open and avowed hostility to 

the Ohinese Communists or a policy of moderation. Nor does there 

aeem to be any neoessity for arriving at such a final Judgment if 

the U.8. exeroises oax^ to prevent the Chinese Communists fz^m 

ehtmlnlng during this period of suspended Judgment any important 

or deoioive advantages which it lies within U.S. discretion to 

grant or withhold. The British memorandum states: 

"In general we wish to avoid as far as possible 
head-on eonfliet with the Communists at present, though 
we have no intention of pursuing a policy of appeasement 
on major issues." 

With this stateswnt of general approach to the problem we would 

agree. 

It ie 
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It is bslleTSd that the forthooming discussions with ths 


should 


embark upon 








to attempts to persuade them to 
itj to the Chinese Communists<--a 


oourse to whioh they would probably not agree and which in our 


own Judgment would be premature, in any case—but rather to the 


forging of instruments by whioh adTantagea might be either 


withheld 


xtended to the Communist regime, a 
the Western Powers make desirable. 


range 

words 


those faotors in the present and deweloping situation which 


relate to the 


Gommuniats in terms of advantages or die- 


advamtagee should bs so brought under deliberate control so as to 
outke of them offeotlTe instruments for furthering the interests 


tlM Wsstsm Powers 


It Is in this respect that the British 



mormndum appears weakest and it 


uggeeted that it is to this 


end that our primary efforts during the negotiations should 


direated. 

It we are able, with British cooperation, to make of Western 
reeouroes either a source of substantial assistance or a major 
obstacle to Oommunist China at will, we shall be able to moTO in 
ths dirsotion of inorsasing cooperation with that regime or open 
and arowed hostility at luiy time that developing oirouastanoos 
rsquirs* Furtharaoi*e^ wo shall be able to enjoy all of tha 
adTantagss of moTing to cither of the more deoisive positions by 
a aeriss of stops rather than by a single and perhaps irrevocable 
Jiup. 


IWitwsrt I ah 


DRAFT 

Subjeot; Substitute Inaert to Follow End of Second 

Paragraph on Page 4. 

Existing U. 3. policy with respect to China, particularly 
as set forth in N3C 41, contemolateB eseentially the main- 
tensince at least for a time being of the policy described 
under Z above, with the important exception that the n.S. 
seelies the establishment in company with the British and 
other interested trading nations of an export control system 
which would make the Communists aware of our ability to 
withhold economic benefits and enable us to cut off Important 
exports on short notice should develo'^meats so dictate. 

That policy however was framed without the benefit of much 
experience under the Communist regime. The attitude of the 
Communists to our officials, our nationals and their interests 
and inoraaslngly outspoken statements by Communist leaders 
as to their affinity with the USSR and their hostility toward 
the U.5. require a reexamination of our basic policy assump- 
t ions and conclusions. 

If this reexamination results in our decision to con¬ 
tinue for the time being to watch developments and defer 
final Judgement as to our ultimate attitude toward the 
Chinese Communists, then our efforts in negotiation with 
the British should be directed toward securing their hitherto 
refused agreement to institute an effective basic control 
over imports into China. We must recognize that not only is 
British rsluotanoe on this score derived from their unwilling¬ 
ness to institute procedures to add diffioulties to their 
export drive and threaten their important investments in 
China proper, but that to extend controls, as we have urged, 
to Hon||kong u risks creating another point of friction 
between the Chinese Communists and the British with regard 

to the 



- 2 - 


to the status of Hongkong. The British are Justifiably 
sensitive to the difficulties of tlieir poaition in that 
colony. 

If, on the other hand, it is our desire to adopt at 

this time the policy summarized under 1 above, we must do 

so in full recognition of its iranllcationa. First of all 

on present evidence it is highly improbable that the British 

wovld go along with us in the absence of exerting on them 

pressure of a degree and character which I assume we would 

hesitate to do. We would face therefore adopting a unilateral 

policy amounting to economic warfare which, licking British 

and other trading nations* adherence, would not In fact 

aooompliela with respect the Chinese Communists its intended 

ourposes. In other words China would be supolled notwith- 

but 

atandlng/by American firms would be denied participation in 
the business. This would moreover have the unattractive 
appearance of a public split between the IJ.K, and the U.S. 
on major policy in a vital area of the world. The difficulty 
might be expected further to extend to the matter of recog¬ 
nition euid we might well find oueelves withholding recognition 
while the British, presumably the French and others, accorded 
recognition. This might not necessarily be undesirable but 
again it would underline an apparent if not a real division 
in policy between the U.K. and the U.S. Secondly, we should 
ooneider the ImplioationB of such policy withieepeot to 
the eoonoffllo future of Japan. The logical extension of this 
policy would require an embargo on trade between Japan and 
North China and Manchuria, Japan's logical source of important 
raw materials and its Baaaamls equally logical market. In 
the long run the American taxpayer presumably would foot 
the bill arising from the non-restoration of a traditional 
trade pattern. Finally, we should give some thought to the 

plight 
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plight of Americans remaining in China. The number of 
course ia email and we hope will be greatly reduced within 
the next month or so. Moreover most of those remaining 
presumably would not leave even in the event of actual 
hostilities between the U.S, and the Commualsts. Neverthe¬ 
less an intention to adoot an outright hostile attitude 
toward the Communist regime would Indicate the desirability 
of Intensifying our efforts to reduce the .Vnerican staice 
in terms of American lives left In China, 

ihe decision as to U.3. oollcy obviously must be t^iken 
with all its ramifications in mind. Adherence of the British 
to whatever position we adoot is highly desirable. If not 
essential. It Is recommended that we inform the British that 
we intend to embark on a harsh economic oollcy toward the 
Communists and have no intention in the forseeable future 
of recognizing them; that we desire British agreement and 
following that the agreement of the F’renoh and other friendly 
nations with Interests in that area; and that the first 
eesential step is the immediate creation of Joint machinery 
for controlling ox orts into China. By this approach we 
presumably would have the best chance of securing British 
concurrence to our minimum objective and we should be able 
to accomplish a good deal in preparing them for gradual 
acceptance of views regarding basic attitude toward and 
recognition of the Communist regime. 
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The following points might be used tits a Justification 
for the statement regarding supplying of arms to the 
National Gtjvernment contained In Paragraph C-4 of the 


pdllcy Information paper regarding r-ormosa dated December 2S, 


1949: 


1. The procurement of arms by the Chinese G-overnment 


with residual funds provided under the $125 million grants 

4 

of the China Aid Act of 1948 was nearing completion, 

2. No provision had been made for the supplying of 
further military materiel by the United States Governments 

3. The trend of thinking with respect to this question - 
was Indicated In NSC-37/8 of October 6, 1949, a report^on 

the position of the United States with respect to Formosa / 



y Council dn 
. This report stated in part: '‘However 
It Is believed that It would be unwise to embark upon suoh 
a program J_ *a greatly expanded program of economic aid 
coupled with a program of military assistance short of the 
employment of U.S, forcesLl/ at this time. Available informa¬ 
tion Indicates clearly that the present weakness of the 
Island does not arise from lack of economic resources for 
military materiel.... In summary a program of aid of this 
nature would supply economic assistance and military materiel 
not considered at present necessary to a solution of the 


problem; it would 


resources and prestige 


to what is in all probability a lost cause unless the 
Chinese themselves were to Initiate and faithfully carry 
out essential measures of self-help, and at the same time 


It would tend to remove their 




to do this; 


and finally, it would greatly strengthen the suspicion 
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among Ghlneee of CommunlatB and non-Communista alike of 
U.S. Imperialistic design on Formosa, thereby consolidating 
Chinese public support behind the Chinese Communists and 
tending to nullify our efforts to exploit Chlnese’^rredentlsm 
arising from Soviet actions In the north.** 

4. It Is customary and necessary to provide Information 
guidance respecting matters upon which no formal policy 
decisions have been made or an anticipation of such policy 
declelons, 

4. Such guidance papers do not In any way decide 
the substantive aueetlons of policy or n^fxt will be said 
about aspects of United States relations. 

Note: If the quoted portion of NSC 37/0 is used, 

question may be raised regarding the statement . It 
would commit American resources and prestige to what Is 
In all probability a lost cause unless... \In support of 
this statement reference might be made to CIA Intelligence 
estimate of October 19, 1949 (ORE 76-49, concurred In by 
the Intelligence organizations of the Departments of State, 
Army, Navy and Air Force) which statesJ 


"Without major armed intervention, U.S. political, 
economic, and logistic support of the present Nationalist 
island regime cannot Insure Its Indefinite survival as a 
non-oommunist base. Communist capabilities are such that 
only extended U.S. military occupation and control of 
Taiwan can prevent Its eventual capture and subjugation by 
Chinese communist forces. Falling U.S. military occupa¬ 


tion and control, a non-comraunlst regime on Taiwan probably 
will succumb to the Chinese communists by the end of 1950." 
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Baok^FOuad Data ragarding China Trade Pollej and China fhmine Belief 



K** Barnett haa requested that I nake aTailable for your use in oonneetlpa 
vith preparing our China Policy Statement the following two files. 


The first (T^ A) Is a file which includes a letter sent by the Secretary 
to Secretary Johnson on April 28. This Oorernnent's trade policy for China 
is esbodied in BC 41 and NSC 48/2. The Secretary's letter oonstitutes an 
interpretation of those basic policies. You will note that these doounents 
are classified top secret. 



The second (TAB B) 
problen of China Famine 
there contained and has 
of Congress. 


is a menoranduB from Mr. itusk to the Secretary on the 
Relief. The Secretary accepted the reoonnendationa 
diaouBsed the problen with the President and mentbera 


Would you return these documents to 

purpoeeT 


Bie when they have served their 



1« TAB A - nemo to See'y, 
re China Trade, 4/20/50. 
Ltr to Seo*y Johnson, 
4 /af/ 50 , w/enols, 

2. HmD to the Secretary, 

4/26/50, re Panine Relief. 
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Lottia Johaaon 

Sacratary of Dafanaa 


Si Bt WCAmatronc 

RtCiu BUBaraatt: BBacill t aTO 
4/30/30 


^cloauraat 

1. TAB ▲ * oopy of 
tala^r 

Paria 1363, Uar. 29, 1930. 

2. TAB B • Stata and SCA papar 
"Stratacle ^tiac of Tran 

taticm XqttipMnt, " 
rll 14, 1930 
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area • which under the Treat/ Includes Berlin > sjid the 
Americas covered traditionally by the Monroe Doctrine and 
now by the Rio Pact* 

If our conduct seems to confirm that conolualon^ 

then we can expect an accelerated deterioration of our 

♦ 

Influence in the Mediterranean, Near East, Asia and the 
Pacific. The situation In Japan may become unt*inable end 
possibly that in tne Phlllpplrxes. Indonesia, with its vast 
natural resotirces may be lo. t and the oil of the Middle East 
will be in jeopardy. None cf these places provide good 
"holding* grounds once the people feel that Communism is 
the wave of the future and that even we are retreating 
before it. 

This series of disasters can probably be prevented 
if at some doubtful point we quickly take a drataatic and 
strong stand that shows our oonfldenoe and resolution. 
Probably this series of disasters cannot be prevented in 
any other way* 

Of the doubtful areas where such a stand might be 
taken, Fomosa has advantages superior to ariy other. It la 
not subject to the Immediate influence of Soviet land power* 
Xt is close to our naval and air power. It Is occupied by 
the reananta of the non^ommunls ts who have traditionally 
Mssn our friends and allies. Its status Internationally 

-fi- 




ia undeterained by any international act and we liave at 

least some moral responsibility for the native inhabitants* 

It is gravely menaced by a Joint Chinese-Russlan expedition 

in formation* The ayes of the world are focused upon it* 

If the United States were to am^ounee that it 

would neutralize Formosa, not permitting it either to be 

talcen by Communists or to bo used as r. base of military 

operations against the mainland, that is a decision wliloh 

we could certainly maintain, s ort of open war by the Soviet 

Union. Sveryone knows that that is the case. If wa do not 

aetf it will be every'Arhere interpreted tiiat we are making 

another retreat because we do not dare risk war. If It is 

# 

inTarred that v.e do not dare take a stand that risks war 

unless our own citadel of the North Atlantic and America 
araas is directly attacked, then the disasters referred to 
above will almost sui'ely happen. 

lie are not so situated that time is working for 
ua so that it can be argued that ve have to biQT time* Iho 
further losses possible in Indonesia and the Hear East would 
groatly inorease the war-making power of the Soviet Unign* 
Quite apart from that, the Soviat Union is increasing it* 
foroa»la»being, its atomic stockpile and its basic military 
fatential at a rate ..laoo rapid jc xxxxxxxxxxyx aac that tha 


relative position will be worse two years from now tban it 
is today. That would be so^ even thougii we somewhat inereased 
our own efforts. That also is something that is generallj 
known. Zn oonsequenoof if the rest of the world feels that 
we are today afraid to take a stand which would involve a 
possible risk of war then they would Judge t!:at alisost cer¬ 
tainly we will not tsdce that risk tomorrow unless it is 
forced upon us by act\aal attack upon ej.tner the Morth Atlantic 
or American area. 

Admittedly the detomlnation to withhold Formosa 
from Commui.ists woulu involve complications with the Mation— 
alist Qovernment and with their elements on Formosa. Zt 
would Involve spreading of our own military force^ and poa- 
albly some actual xosses. However^ these aspects are of a 
saoondary order. Zt is within o\ir power to solve the politi¬ 
cal complications if we have the resolute will. Also^ these 
same problems will embarrass us if ><e allow Formosa to fall. 
The efforts at evacuation, particularly attempts to evaeuata 
to the Philippines large nuiabera of Mationaliats, will poao 
new problems and difficulties perhaps as embarrassing as 
thosa that would be posed by an affirmative policy. Zt will 
not leave a good taste if we allow our political problesui 
to be solved by the extermiiiatiou of our war allies. That 
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1 shoald Ilk* to Mka the following mig/^ertlfma on peinta 
whlo)- arofio nt ovr lunohaon cf j^atorrtayi 


1. :<1mo too will proboblj; trinh to acknowlodg* iho ro» 

•olpt cf Matfonc Chiong lol^abok'a l*tt«r, X would sacgoat that 
It bw llatltod to an aakaowlad g aai an t and net f c into tha aaar 
paiata whleh eha raiaad. 


2, I fullT acraa wltr yen that it wr.juld ba aoat undaalr^ 
abla for ymn to wisit roraoa* at this tlaa. 

3* Aa far aa jenr aaalng a r apw aa antatiwa of tha Bational' 
ist OaMnBaart at momm poiat oa yoar fortbeoalag wlslt to tb* 

Vbr ftMtf 1 wimld augcoAt that yon tall tha Cbiaaaa that 
(a) ovilaarT di pl aa a tla ahaanala ara fbllr awallabla for tbo 
pgM — i bt t aa af tbalr wiawa to thla Oiwir—aat, and (b) If, 
bMMOor, a rapraaaatatlwe of tho CKlnoao floTarwant awproaaad 
a laaSro ta aaa T*a la TakrOf t*u would ooaaldar It upoa tout 
aniwal to aaaa r taia whathar auah a aaull alght fit tow aahadula 
but that jrou wauld aot wlah to aaka a prior oonnltBoat nor to 
asTuag* a apaaial aaatlag la adwanoa. 

^iaearalT Tours, 






Laula A. Jabaaaa, 

il aarat a gy of Oafaaao. 
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CONDENSED CHECK LIST ON CHINA AND FORMOSA 

June 29, 1950 


I. 


Milit ary Operational Problems Arising from Nationalist 
ccupal;lon of Various Islands Immediately off Mainland 


Nationalist defenders on these Islands must be 
either abandoned to their fate, defended by the Seventh 
Fleet, evacuated under protection to For 
and protected by Nationalist air and sea forces under 
safe conduct granted by Seventh Fleet. The Pescadores 
are assumed to be in same category as Formosa. 

Status - These problems discussed with Captain Ore: 


6/29 a. 


and general political guidance given. 


Action Responsibility - Navy Department who will consialt 
with State. 

1 . Establishment U.S. Naval liaison with Chinese 
Naval and Military commanders on Formosa. (See 
Taipei’s 1010 , June 29.) 

Status - Discussed with Captain Orem 6/29 a.m. who 
Indicated Navy Department thinking that Admiral Strubble 
should establish staff representative in Taipei and 
expand facilities of Naval Attache's office. 


Action 



- Navy. 


2 . Status Admiral Cook 

Mr. Rusk alerted Captain Orem 6/29 a. 


to various 




Captain Ore; 


and check with us. 

Action Responsibility - Navy 


Navy Departmat 





BY - 
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II. Politica l 

1 . Position of Generalissimo and our relations to 

him and National Government, 

It Is assumed that formally our relations to Chinese 
Government and Generalissimo remain unchanged but that 
nothing be done to compromise or complicate In any way 
President's statement re future determination of status 
of Formosa, For time being it Is assumed that responsi¬ 
bilities within Formosa have not been extended. 

III. Administrative 

1 . Position of Ambassador Stuart, 

It is recommended that for time being he be con¬ 
tinued on payroll and his resignation not accepted, 

2 . Charge' d'affaires. 

It is assumed that Strong should be permitted to 
return on home leave as soon as a suitable replacement 
can be selected. Such replacement should be Senior 
FSO. (Driimwright' s key position in Korea seems to 
exclude him.) 

3 . Some build-up of Embassy staff In Taipei wotild seem 
Indicated In order to handle Increased problems* 

IV* Evacuation 

It Is recommended that any further evacuation of 
American official personnel, State or EGA, be suspended. 
It Is not recommended that dependents and nonessential 
American citizens be authorized to return nor should 
there be any relaxation In passport requirements 
V. Well Digger Gardner 

It Is recommended that we modify our position by 
withdrawing any objection to his departing for Formosa 
even thovigh he Is only on official leave status* 





VI 


- 3 - 

Eco nomi c 

1. ECA future program. 

CA and ECA are independently formulating their views 
on character and magnitude of program from now on. Foster 
and Cleveland of EGA are anxious to meet with the Secretary 
and you for general policy guidance. 

Status - We should be able to meet with Cleveland in next 
24 hours for exchange of views. 

Action Responsibility .- Mr. Freeman. 

2. Appropriated funds. 

We probably have enough money to handle any feasible 
ECA program in Formosa and Southeast Asia for the next 
six months. It is recommended that we not attempt to secure 
additional fluids from Congress in the next few days or weeks. 
We should, however, bear in mind that when Congress adjourns 
it will not reassemble until January. Jack McFall's views 
on this subject should be secured. 

3* Export Licenses. 

It is recommended that licenses to Formosa be freely 
granted and that at least for the time being action on 
application for IB licenses to Communist China be suspended. 
lA applications for the mainland will, of course, continue 
to be denied. 

4. Chinese Nationalist ships which defected in Hong Kong. 

It is recommended we redouble our efforts to prevent 
movement of any such defected ships to mainland. A telegram 
is going to London asking the Embassy to take up with the 
Foreign Office the possibility of an Order in Council 
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VII. 


designed to remove the grounds for a plea In the Hong Kong 
courts of sovereign Immunity by the Commxinists. 

5. Oil shipments to China, 

We asked CALTEX and Standard Oil 6/29 a,m, to suspend 
all shipments to Communist China until further notice and 
to redouble vigilance on any releases from Hong Kong stocks 
for any distance. We also asked British Embassy here to 
secure similar action on Shell, 

6. Status of Blockade, 

The port closure order has, of course, collapsed 
with Chinese cease fire orders to its naval and air forces. 
It is recommended we leave in force long outstanding 
official warning of Secretary of State that waters around 
the Yangtze estuary are dangerous to shipping, L has been 
asked to study legal implications. Question arises as 
to whether by formal or informal action we should attempt 
to prevent vmtil further notice American flag and foreign 
merchant ships from going into Tsingtao and Taku Bar and 
any other northern Chinese Commvinlst ports luitil Peiping's 
intentions are clearer. We don't want them to obtain any 
economic benefits. 

International 

1. Chinese UN representation. 

In light considerations contained in Hiss Bacon's 
memorandum 6/29 this subject, it is recommended that we 
not only continue to support Chinese Nationalist representa¬ 
tion in the DN but that we exert pressure on key countries 
suo)t as UK, France and Ecuador affirmatively to side with us 
on this issue. 


2, Recognition . 

It is recommended that we renew in even stronger terms 
to wavering countries our view that recognition of Peiping 
would be extremely unhappy at this time. 

3 . British situation in China. 

With oiir policy on Formosa^oil shipments, etc. we must 
realize we are adding to the UK's already great difficulty 
in establishing diplomatic relations. On balance it is 
recommended nat^lre be allowed to take its course and that 
no compromise in our policies be made in order to render 
the UK's position in China any easier. We should not, 
however, needlessly exacerbate it, bearing in mind we derive 
Some value in representation, protection of our citizens 
and properties and intelligence facilities from their con¬ 
tinued official presence in Communist China. We should 
consider, however, in the light of increased Jeopardy and 
• the opening of Shanghai the desirability of arranging another 
evacuation ship. 

Possibility that the Generalissimo will formally offer 
to the Security Coiuicil Chinese Nationalist air, naval or 
grotind forces for use in Korea. It is recommended that such 
action by him should not be encouraged. If the offer is made 
notwithstanding, we will have to consider it. 

VIII. Covert 

1. Formosan leaders. 

We should ascertain if Joshua Liao is still incar- 
# 

cerated in Japan. If so, it is recommended he not yet be 
released. Discreet contact should, however, be maintained 
on Formosa with Formosan leaders. At an early opportunity 
Frank should be given some guidance. 
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CH£CK LIST ON CHINA AND FORMOSA 

A. Reoognltlon Question 

1. Separation of Formosa from Cnlna in statement weeilcens 
reasons for continued non-reoognltlon of Chinese 
Communists and for continued recognition of National 
Oovernment. 

2. Position National Oovernment now somevdiat anomalous — 
more nearly that of Government In exile. 

3. U.S. position In UN of obstructing Chinese Communists 
and supporting Nationalists as a veto power also weakened. 

B. Continuing Nature of U.S. Responsibility vls-a-vls Formosa 

Having declared that 7th Fleet will "prevent any attack on 

Formosa", we have undertaken responsibility which may last until: 

1. Advent of World War III; 

2. Chinese Communists are defeated on mainland; or 

3. Major change In Chinese Communist tactlos to point 
^ere It would no longer be a threat to security of 
Pacific area to have them occupy Formosa. 

Therefore we must consider political, military and economic 
attitude to be adopted toward Formosa by U.S. 

1. Political Attitude 

a. Position of Generalissimo. 

(1) Militarily strengthened, but 

(2) Great loss of prestige 

(3) Reduced to position of caretaker 

( 4 ) Will continue to be liability re U.S. 

Objectives. 

b. Responsibility toward Internal Formosan affaire. 

( 1 ) What attitude toward Formosan Independence 
movement? 

(2) What attitude In event Gimo launches 


repressive 



repressive ant 1 -Formosan Independenoe campaign? 

(3) What attitude toward possible UN action to 
establish mandate or tirusteeship? 

(4) Desirability of minimizing our "colonial" 
role In eyes of world. 

(5) Three alternatives: 

(a) Complete lalssez falre re Internal affairs 

(b) InterjKventlon—partial or complete 
(o) UN action. 

0. Evacuation of U.S. citizens. 

(1) Do we continue to evacuate EGA and other 
official personnel at this moment? 

(2) Do we permit the return of women staff 
members already evacuated? 

(3) Do we continue to urge U.S. private citizens 
to evacuate Formosa? 

2m Military Attitude 

a. Problem arising from Islands of Quemoy (Klngmen), 
Wanshan, Pescadores, ete., now In Nationalist hands. 

(1) Quemoy's Importance principally as antl> 
Invasion base; occupation by Comimnunlste would 
no longer Jeopardize Formosa. 

(2) Wanshan's Importance principally for enforc¬ 
ing blockade; therefore no longer Important. 

(3) Pescadores should be all means be Included 
with Formosa In territory to be defended by 
7 th Fleet. 

b. What should be optimum size, strong^ and disposi¬ 
tion of Chinese forces defending Formosa under new 
situation? 


(1) To what 





(1) To what extent do we now rely on 7th Fleet 
for continued defense of Formosa? 

(2) To what extent do we rely on Chinese forces 
on Formosa for defense of the Island? 

(3) ilxceftlent case can of course be made for 
extended demobilization and demilitarization 
of Formosa. 

c. Military Assistance. 

(1) Do we now send In a MAP staff to Formosa, 

or Is this simply a sterilizing operation without 
a blood transfusion? 

(2) What of the possibility of bargaining with the 
Chinese to reduce their forces to manageable size 
In return for military and technical assistance? 

S. Soonomlc Attitude 

a. Question of whether £CA aid to Formosa should be 
continued on present level, reduced or Increased can 
be answered only after decisions made on military 
and political aspects of Formosan problem. 

b. Assiunlng continuation of aid under present legislation: 

(1) Should we enlarge program beyond present level 
to Include large-scale Industrial rehabilitation? 

(2) Do we want to raise substantially the standard 
of living on Formosa to make even greater contrast 
with mainland? 

o. To what extend should the U.S. participate In the 
economic management of Formosa? 
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COHika'^TED rSY AilrJSAGoAI'xjR Pir’.RI)!''-.SON 

This paper presents a suggestion for certain action on 
our part which might help 'ieter direct aggression by the 
Chinese conanvmlsts during the ;reserit international crisis. 

This suggestion Hoes not pretend to l)e a formula for inhl. It- 
Ing indirect aggression. 

The potential objects of gliinese communist Hirect aggres¬ 
sion are Foxnnosa, Korea, liong Kong, l.acau, Indochlne., and 
Burma. The threat of open action against Formosa and Koroa 
appear at this Juncture to be the most likely nd imminent. 

In the case of Formosa, Peiping has mllitaatly proclaimed its 
Intention to "liberate" it. The impulres to Join openly in 
the Korean conflict are of a lesser .?nd different order— 

Korea is not "lost" Chinese territory, it is not even in any 
conceivable sphere of Chinese lifluonce, it is peculiarly in 
the Soviet sphere. 

We can assusie that certain factors are at v#ork in 
aheping helping's decisions on whether or not It should 
enberk upon a course of military adventurism. They are 
irrldentlsm, expansionism, Soviet pressure and inducements, 
strategic anxieties. Ideological zeal, the enormous demands 
of internal problems, emotional antl-A ierleanlsm— and mis- 

cmtleulations of our Intentions. 

Nov, In traditional diplomacy there are two procedures 
by which a governeient seeks to Influence, either directly 
or through Intermediaries, the decisions of another government. 
Otoe is through Indueoment. The other Is through Intimidation. 
This proposal doas not daal with possible Inducements which 

we 
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w« might offer the Chinese. It ''Ui::£:eFts a possible line of 
intimidation to be conveyed thj ou 4 ':h -in intermediary. 

The maneuver proposed below may hrve little influence on 
Peiping* s decisions now beint; reached ^nd looming in the 
future. However, in view of the rreat imnortance to us of 
the threat of widespread afgre5'sion, it is Izicumbent upon us 
to try every possible means (iacluuln/^ the more olci —fasuioned 
devices of diplomacy) to r’issuade ieininr frorn ^^rently 
enlarging and orolonglng the crisis in the har ;:iast. Obviously 
this demarche shoula not be unde unless we \re satisfied tlmt 


we can militarily nuiko jrooil on the t'lrezts Iniolled tnereon. 

It Is suggested tiiat r^borsador 1 enoerson^s contacts with 
the Indian Goverrmieut be utilized to ret certain Idejs across 


to the Indians at this time which v.ill -probably oe relayed to 


the Chinese Communists in one form or another. Heitderson 


ehoold be told that the department attaches rreat importnnee 


to the pofifilbllities for discussion by iiim v^ith Indian oificials 
particularly Bajpai, of problems vf.fectin/^ the '.hinese 
CoMBUnlats and wishes to communicate to hin certain ideas 
ehi eh It feels he could usefully leave with the Indians in 
•ueh discussions. He should not seek Interviews formally for 
this purpose and should not five the Impression that he is 
spas^rlnf under instructions from his Governmont. Father, 
ha should convey the impression tiuit hlr remarks ore made in 
•xtroM candor, almost to the point of indiscretion, occasioned 
by his own concern for the unfavorable conse^vuences which 
might flow for all of Asia from a foolish and adventurous 
line of conduct on the part of the Chinese conununlste • He 
should Intimate, however, that hir remarks are based on more 


than 


i • 


s 


i 


than Just hla own analysis of ^ventsi that he has 
influential friends In l^fashln^rt-on ^/ith whom he Is In 
contact and has good reason to know what is In the minds 
of the people charged with the formulation of nollcy here. 

It should be emphasized to Henderson i-r.-^t he is to play 
tnis in his own way ond use his ovni Ircretion to the full 
in determining how and in what manner to accomplish this 
mission. 

There follows some of tne tl-oughtr which Henderson 

might convey: 

The kind of ‘government Chirut ? is fundamentally of 
minor importance to the United u^tates so long as that 
government is jeacefully Inclined* It Is deeply engrained 
In the American character to live >ad let live, provided 
that such an outlook is reclprocated• The basic United 
States position is as simple as that. 

We understand the Internal strains md externail pres¬ 
sures under which tiie Feipiag regime is operatin; and that 
in such an atmosphere the possibilities of nlccalculatlon 
and raah action are greater than In tiie case of more stable, 
mature and fuXly Independent countries* It would be unfortu¬ 
nate indeed were the Chinese ccmimunlsts to be provoked, 
preseored or bought by the Kremlin into uxidertaklng a course 
of military adventurism in the Far b^ast* It would be unfortu¬ 
nate not only in the broad International sense but also 
froBi the point of view of ccnonxmlst China itself* At this 
period of hietory every sane and constructive consideration 
dictates that the Helping regime should devote Itself to 

reconstruction 
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reconstruction and Internal development. Its problems at 
hone are of staggering magnitude and require all of the 
effort which the new regime can muster. To play dupe to 
the Russians at this time would be not only to neglect what 
so sorely needs to be done dowiestically but to orovoke 
ountor-actlon exceedingly painful a.;d d^iraaging to the 
Peiping regime. 

Peiping's outlook is evidently str ■'ngly conditioned by 
ideological hallucinations that the United r tates will 
gratuitously take military action against the (.hinese main¬ 
land. It requires no stretch of the imagination to believe 
that the Kremlin is heaping fuel m these delusions. It Is 
deary however, that the position of the United Ctates, ns 
Indleated In the i-resldent's statement of June ?7» is not 
agfressive. Our objective in the Korean conflict Is to 
demonstrate that aggression in Asia does not n<ay and to 
fulfill the obligations imposed by the security council 
resolution. There exists on this basis no threat, real or 
impliedy to such pitiful sovereignty as i hlna exercises over 
Manchuria. We have even refused the ''^nerallssimo's offer 
of nationalist forces in Korea. as for i'ormosa, we 
realise that the action which we h.ive taken is disagreeable 
to Pelpinc* But Peiping must realize that In the crisis 
•reated by the aggression from Northern Korea and in tiie 
light of Peiping's truculent policy of alignment with the 
UBSRy vre were forced to take precautionary measures against 
the possible spread of choas into the ; estern I^aclflc. If 
our Intentions with respect to Conimunlst China had been 

aggressive 
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aggressive ve would not have Interdicted offensive action 
from Formosa against the mainland. Our fundamental posi¬ 
tion with respect to Formosa in the current extreme Inter¬ 
national tension Is tliat tlie stability and peace of the 
Western Pacific necessitated putting the }ormosan problem 
on ire for the time being. -Ve have none that on our own 
responsibility* hs for Indochina., our action there is like¬ 
wise transparently defensive. 

The decision whether hostilities in horea re to foe 
localized or to .soread southward rests solely ..ith the 
Chinese communists* «Ve oill not initiate ua of.l.orgemeat of 
the field of hostilities in Msia or elsevhiero* But If the 
ChlfMse cosBBunlsts take overtly hostile action in any of 
the danger points in East Asia, we will of course be com¬ 
pelled to react* Peiping may as v/ell disabuse itself ncer 
of any lllusloni^ self-induced or Iv'.planted by the Kremlin, 
regsirdlng our resolution on this score. 

If the Chinese communists openly take hostile action 

against us ee will react in a maruier of our own choosing and 

with the full intention of localizing the conflict, iuore 

speelfleally, if the Chinese communists Join the North 

Koxeans In force, they will have imposed upon us the necessity 

of rotallatlngl it will be they who have made the choice 

that hostllltlas be carried over the Korean border into 

China. And In so doing we have alternative cnolces of action 

to InvaslfNi (for we have utterly rto Interest in conquering 

or occupying China) j wa liave the alternative of naval and 

air aetlon against military objectives contributing to the 

Chinese 
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Cailnaa* aggression In Korea. Similarly, in the event of 
hostile action against our fleet in the Formosa strait, 
we would seek at first to localize the action, but If the 
Chinese communists undertook to Intensify and enlarge the 
hostilities, we would in a corresporid ing fashion be com¬ 
pelled, much against our Oesirer, to carry our retaliatory 
action to the sources from which the blows againf't ur 
steDseed. And so It would be In other danger points around 
the Chinese periphery. In this coimection the Indian 
Government might reflect on wijat action it would take were 
Chinese aggression to spread v^ertward across ,-urnui. 

If Peiping accepts the role ol' Kremlin provocateur and 
engages in widespread military a; gror^sion, It caa in the 
end only do grave damage to Itself, for widespread military 
advonturlsm by the Chinese communists from Korea to Eridochina 
(and even Burma) will compel the UaittJ states to take 
retaliatory action which can, if :eipin/: persists, ultimately 
result in the destruction of the rail, wo ter and road 
carriers of the Chinese transportation system and the thin 
industrial base of Chinese economy* The Implicatlonr of 
this would be that China would eventually be reduced to the 
level of a peasant society and that progress toward the 
medernlxation of China would be ret back a cecade or more* 


SJfft JDavle s i aha 
July 12, 1950 
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iLassador iionderaon" 


olutec. ^iiui scratioxi 


-.li t,A;^uu5lun ol (.-j:a:aer;t ->1 u<^-ifciy’o ‘.ifett :>Xi 

the subject^ i would i oir.ai'.. txiwt the oui t oi tiie 

au^gviattjd text Tor an ''iiivj.iscretlon" by ii-aibassaour 
Henderson (pa^^oa 5 end 4; w^ula appear tu be supei^llu- 
QUB end porhapa would aiouae auapicioxi, btceuae ol the 
evident Amex'lcan eflort at sell-J uatil luetion, ol‘ tne 
true character or the ’’ieta.-<'. 'irie easrience of ttie Idee 
that we mij^ht .;et across to th.e oMnese Coirjnunlata Is 
contained Ii; that aectlun of tiie jiopoaed text carrlea 
on paKoe d and 6, 

.'orea^ to the end, 


*''ihe uectslon whether hostilities in 


it might woli be saljtci.ry tw iuo diup aoch naming 
to the Chinese o .vniir.'ir/s t.-s via .ir'.dlax. c> aju eJ a 3^- thiit 


there should reiualn : o 
reepectin^ our intentions 
our action In uroa. .. L 


:-4b t i J. ti xe 


— if 


any 


rriit.dtj oJ tixe loi-u:ei* 
doubt8 reitiala alter 


u 


. •x^ 




.ste.i., j'jowcver, thav tne 


iOat valid approach of ail w^^jld bo onu doal^uied rx'ln;ai’ily 
to aaoertain Indian react I ons tu possible s troxxg, action 
or United ^itatea foi^ces a.;al:xot t.h.o C. Iue:?e jnaiixlar^d, in 
the event ol oifoiisiv-y actljt, . .r.deitukija the -.iinese 
CoBanuniata against x onnoaa. 1 oi'ORixowledgo ox the 

poaalble Indian x’oaauion to ouch .iixioi’icaii aoilon Le 

or oonalUex'*abio oenoi'it to us. li tXie -muibi.a Li. txxoir 
concern ohoso to coounuxilcate aoric lxAllcatio:i ol o^' Inta:.- 
tiona to ianikkax* ixi 1 ekin^-, ui*j t:;e ini or mat I on ioakea 
through that char. ,oi to tXio ^.■li.uso v or*:iiai*l a ts, 
have received both priiaar;. auf aecoi.daxy valu-js 
demarche• 
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IH£ WU1T£ H0U3£ 


W« ^ inK to n 

July 18, 1960 



I've Just read a message from 
Oaneral MaoArthur to the Departmont of Army, 
dated July 16, 1950, numbered C 57970, whloh 
has very dangerous Implications. 

I'll appreciate It If you will 
dlsousa this situation with Defense and Instruct 
Osneral MaoArthur that an attaok. by the Chinese 
Nationalist Oovemmant on the Mainland will be 
oonsldered an unfriendly act. 

H.3.T. 



C 



Au>/^ 


Janflun: 


Thin is tny comment the T>oouraent "ir; 352 
• rial, WanDorandum for the Secretory of Defense, subject, 
nlted Dtatce Policy In Pormostt, 

Paragranha 1 to pet forth the history and the 
eituation, and need no conment exce-'t to note that 
oeragreohp 7 and 9 are ro worded ns to ^re^^are the ^oel- 
tlon for nfjraiKra h 1'"^, whirh needs careful analyrip, 

Paregrri •'h '*x"0'iof’ep thot Xr\t Pnlted "tater <^houl '’; 

(a) Gain recof^nlt Ion by the Lnlted riatlone 
of the statue of Foroons. r.« oelng f ormer JooancRe 

oocunled ten I tory; 

(b) Gain reooj^nltlon by the I'nlted Wutlonp 
that Chiang, ae CIC of the Chinese forces and as 
representative of the Allies In World v;«r II, 
aooeoted the Js-oanese surrender on Formosa and 
subeeauently occunled It, holdlm^ it In trust 
for the Allies; 

(c) Oaln reco#/,nltIon by the Pnltcd Nations 
that the status of Formosa Ip In danger of being 
changed by force of arms; and 

(d) Gain recognition by the United Nations 

that the United rotates acting as agents of the 
Allies and reallrlng the existing danger to the 
ctatua of F'>nsosa, lawfully ordered 

General KaoArthur, as Huprene Commander of the 
Allies In Je ^an, to assist Chiang in maintaining 
the statue quo of Formosa. 

t have taken it for granted that in the debates re¬ 
garding Fomoaa the United f^tates delegation can estab- 
ileh the substance of nolnts (a) and (b). Fven here our 



position 





oosition WOU14 eTDOft# un to formalintlc <)ebate. Aft m 
matter of oommon aenee, anfl after the exnorlenoa with 
the eaetern frontier of 3ermany, for example, we may 
well bellewe that, onoe the oommunlste gain control, 
the legal situation of the etatue of hormone would have 
little flubfltanoe in reality, ^n'3 that there la a faintly 
better ohanoe of an orderly legal solution under the 
regime which originally neauraed the obllr^atlon. other 
oovere, however, who have recop^nlred the communist regime, 
or who are die owed to do “o, may reasonably rwH how 
much dlfferenoe there is, agBln legalistleally, between 
whether the Nationalists r%re 're 0 ervln^r the statue of 
Forraofta in tzniet, eubjeot to « future decision relative 
to Itft dlftnoiial, or whether the Chinese oomrauniat regl e 
replaoee the Notionaliste s nd ssFiuTieft t^lc sane uncleared 
title. 

Point (o) is double-'^dged. :>r our chief reRs:)nn 

far creoarlng a oor^ltlon on f->r the United viKtl"»ns 

ift that the charpe of -jn, nr thre'^t of spprcoplin, 

may be raised against the United 'tatep. 

The real trouble co-nep in -'Oint (d). First, beenuee 
it can be attoc^ed not being ccund restatement of the 
reaeona which we advanced «t the time for our Formoea 
motion, and eeoond, because too many delegations ^re sure 
to be unvilllng to go along in endorsing a -ironopition, 
advanced nearly three months Ipter, thj^t we were acting -s 
^agente** of the Aiiiep in ordering ecArthur ”to flipalpf' 
GeneraliRftlmo Chiang Kni CheK. 

Z talie it that in ore'^srlng the ^tste CcMortnent 
poaition oaoer our drsftlne officers decided that we 
iihould oreetrve the greateftt poesibl© flexibility. In 
order to deal with the related aepeote of the general 
Ohlneae problem; and that even If we were willing to 
oent#r attention on the MaoArthur-Chiang relationahio, 
we oould not hooe to obtain the full endoreement of euoh 
a propoaal ae «et forth in ooint (d), for the reason that 
dlaouaaion In the United Nations is bound to go beyond the 
neutralltatlon aspect of the nroblem. In order to get the 
fullest Doeelble sunoort for the action we have taken, 
therefore, it aeeoe to me that the beet course would be to 
try to put Into the works euoh deolarations, study com- 
mlseiona, ete«, as would broaden the re«noneibilities 
through United Nations narticination. 


I, too. 




1, too, hud hoood w* might oontrlTo 
Iin« of fiotion than our oaoer oroooaaR, 
that tha Dafansa Dapartment oaoar neaks 
but I faar wa have not found it. 


aona flrmar 
and I reoognifa 
the aane and. 


Cavendiflh V. Cannon 
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FE - Mr, Rusk 
OA - Mr. Clubb 



yv cumtst A/^. 
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I concur in Mr. Clubb* 8 memorandum of October 26, 
•Project for Organisation of 'Free China Committee'", 


e China Com 
eetablieb a 


I would only add that to set up 
mittee at this stage would orobebly 
gnry train. Oiven the almost suutrnatux*ally eensltiTe 
Chinese nose for this type of institution, we would 
find oureelvee with a typically overflowing Chinese load 
of oassengers, among whoa few, if any, would be willing 
to get out and walk off into the countryside, where the 
struggle must begin if it is to be won, 1 would recommend 
waiting until (a) we discover a handful of selflees. 


dedicated, hard-bitten souls, and (b) we ourselves acquire 
some Dolltieal sophistication about such operations before 
we undertake to bring a "Free China Committee* Into being. 


Jolm Davies, Jr. 


Copies to; 

n/P - 1-ir, Krcnti 
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U* 5* Support of Chinese llitary Leaders. 
Refereneet Your nenorandum of July 14> 1950 
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Subject matter of your reference memc randum was discussed with 
!^r. Foisk and it was finally agreed, after consideration of the matter 
frcMS all angles, that it would be better not to undertake at the present 
time any such projept as jsroposed. This decision was based upon several 
oonsiderat ions, ailong which are the followingi 


1 . 


No contact along the indicated lines with the indicated 
militaxy leaders would have even a fair chance of being 
kept confidential. 


2 . 


3 * 


The matter becoming knoivn to Generalissimo Chiang Kai-shek 
would undoubtedly have \mfavcrable pclitloal repercussions. 

The matter beconilng known t<^ the farailies cf conoeimod 
persons and very possibly to the Can>'nunists br^' that medium 
would have implications respecting the American evaluation 
of Formosa a situation which cr'uld hardly be conducive 



to good popular morale. 

It la therefore believed that the inatter should be shelved fo 
the present. It could well be given consideration at a later date if 
developments nay appear desirable, but with the governing concept bein; 
that ^le personnel under consideration would be contacted only at the 

eleventh hour. 
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i>#pt«Bber 19, 


1950 


xiasponse to CiUa«s« KBb&say's Aide Megoire ijated July 7. 19&0 
iMKerdiUiC latez*pretution of i^resldent' 8 StatamcntB of June ^7 and 
July 19 



Taara is attacncid for ^our Bl^uuture a letter %j tde tfecret<^>.r> 
of lefanea i Xao A) tri*aHUii Ctioe; for Oefeava claaraoce a redraft of 
tue i>apiu'tneQt* ■ propoeea reply to tae Ciiinese Subaaey's aide tteiaoire 
of July 7. 1950 (Tab B) re^^araiu^ certain prooleaa affectiu^; tee 
Onineee GoTornnent woicn arise in cooneotion witd tne yresloent*!. 
statements of June 27 and July 19. 


Tne proposed reply presents tne Government's comments (a 
ed eitd Defense) re^ardini^ point 4 of tne Embassy's uiae 


ssory action on tne aide nemo ire mUx duve 


UoTsmnent's conments 
separately by teie«;;raB 


1 IsL 

X I • 


since tne 
transu.l 11 


TIte Department's proposea response maices no reference tj point 3 
of the aide maaoire . re^ardlui^ tne exercise by tne Cdinese navy of 
tlie ri^nt of "visit and search**. Since tne Cninese Government nus ex¬ 
pressed the intention of exercising "visit and ssaroh* on Chinese 
vessels only. It is believed that no comment on this point is rec^ulrca. 
The Chinese Goverximent* s vie^s re^fardiac^ the exercise of "visit ana 
seskTOh" appear to ooinolde closely «itn those of the Department, as 
outlined in yoxir letter to the Secretary of Defense uated July 39 
(Tab C) . Eowever. the Secretary of Defense has expressed tne oelief 
in hie letter to you dated August 2, 1950 (Tab D) that no r«;atrictioa 
as to nationality should be placed on the exercise of "visit ana searcu' 
by the Chinese Navy. The attached letter to the Secretary of Defense 
for your si^pukture presents certain additional arguments a^suinat su^- 
^eetin^ to the Chinese Government that it practice "visit and searen" 
on drltlah and other non-Chinese vessels. 



That you sl^n the attached letter to the oeoretary of X^fense 
preeentinic In siore detailed form the Department's ar^pu&eDts against 
*h 4 iceetia 4 ( to the Chinese Government tnat "visit and search" be ex¬ 
tended to aix vessels re^fardless of nutlonaiity, and transmitting 
for Defense oleakranoe a eu^ested response to the Chinese £xubaGs>'s 
aide memoire of July 7, 1950. 

Aaoloeuret 

rropoeed letter to 

Secretary of Defense /9 

yA:CA:iiJ£Johnson:cc VYiflftT 




lat bALsiii.1 


fji. ■(■' w' ■ ' - i 

TA*r« la rttdrcifi of ttM propo»»C reply tue 

Caiiiea# ji^oasai'a adda piafBiaira of July 7, i^oO r««;brdin«^ oeriair 
prodxoaa affootlo^ the CalBai»a uoeeraMut vhlcd &xlaa la conuec- 
tioa too yroaldani* a atuteMdta of June 27 ond July 1 V<. 


You «111 aoto tnal vue roBv^riia ro^uruxn^ tne fourta point 
ationod In ine ^d&aay'a ulAo aotjtoire foilOM tne «or«lla^ amlc 
Sooroiary JoAnaon accepted In nla letter djktea Ao^^uat Z, ine 

laOaaey oae aireedy conveyed t> tne onlneac iorel^^n 

Offloo reaponaob oit:ALreo «ltn tne :.ep^rlK!ent of Mifenee 
iA 4 polate (!)• noo (;j; of Ihe .i^wbaaay't aide weao i 


A/%or further conaloeration. tdia i^partaent &o« propoata 
taut ao roei^oane ee aaoo t>i point (Z) ro^araiu^^ the exerolae 
tao uaiaooo Kavy of the rl^ht of '*vlelt end aeuron'* alaco mere 
lo ao ladloatlon tuat oeataoBi la oeairod. It la toe »«^««rtaoat* o 
▼lau taat taa Chiaeco UoTeraaent'a latorpretiiitloa of the rl^ht of 
"Tiolt aah aaaroh'* as aapreaeoa la thla paruArapn ^a aot objeo* 
tlaaaalo, la of tae fact that it la propooed to "vlait aad 

■a a y a a* Oaiaooo vcioeala oaiy. Tho Calaeae Jraroi^a uffloe a«»s re- 
oaatXy iaforaod our Jtahaaey th^t Uhlacae oavai patrola a^ve neoa 
laatmotoh aot to laterfere eltn foreltfo flao; aHtrehant aalp>.lo£ 
oa tao ai^h oaaa or la aaiaiaad territorial vatera* elth ref- 
•roMO to Soarotary Johaaoa’a letter aatea auaual 2, IS&J. tola 
Jdapartaoat MliOToa taat tao United ^tatea Goveraaeat eouAO aa- 
MM a haa^eroua roeponalhliltjr if it au^deated oa ite o«a 
ialtlativo to tae Chlaeaa UOTeroMai that *vlalt »ad aearoh* be 

to all Taaaala oa tae hla^ aeaa roaardlcae of aatloa- 
allty. The Chlaeae Ooeeraaeat ha a geaeraiijr teraed Ita aotioa 
■lih reapeet to the Coaaualat-held aalnlaad ^^orta a ''port 



oloaura 


eloMur* ud ao pracii-lMC. Xm Uaii«d 

v^v^raMOt iMft-a aoi raao^aisad td« of iM *port 

eXooaro ordar*. If iblo uoTarMHiai toforaad tba ublMso taat 

%IM rldbi of ^Tisli «u&«i sOAToU* oob^d oo oxiobaod to oi.i. Tooitoia 
rodoroiOBo of aotloMili^. ibo Uaitoo ;^iAi«o wouiu do lx* ^bo 
i^ooliloa of boTlOd roeodolood o oi^to of uoxil^oroaoy Id mo 
Galnooo coofilct oad tteo ao ooto jpco from dO&yiOA ^ 

BlsilXor ridbt t:i t£ic Cbinooo GoNuoualgto. 

I Doxioro tucrib or* ooon siora oxlilcoj. ^^rouac si 

for ovoldio^ onjr oacourodoooat ibo o&taoio uOTommcut lo &kt- 
too^t "visit oAii soorob" oa tno bi^n ooos of aon-CaiBooo vohb«4,b 
M oro tbo Cbiaooo bov/ to oaoroioo uairootrlct^d "visit md sti^on 
tbo iirltloA and otbor coaoeraeo ^overanoats aldfit fool obxldoo t 
■ itbdrav oom of tb«ir oav«ii. ualts pf^rticlf/^utiaii, ia mo xoroaa 
ooMp^ld* la ordor to provide eooort protection for ebl^rviao 
tM aoldbboracioc of Gblna. furtberu.ore, *9 /ou err everot tbo 
Ualtod States wovoroaont is et tbif^ tine oadeevorlad obtc^lu 
support from tbo brltloa smo utbor Ubltoci >^tlabs moabt rs for 
its pollOy of aoutrexisla^ vormosft-, outxinoo a> tbe i^residooL 
la Jtle otatOMats of Joao ^7 eaa Jux^ ii. Tbis tKoo eouxc a« 
aMO ooaaldor»al> aoro cifflcuxt if tae Guitea wtnles tooic tbo 
laltlutlvo la oa^eetla^ to tao Gaiaeso Govormbout ibat ^vlsit 
Mtd oMrab" eo Upplloo to aoa-Cblnvso vesi^ois. 

Vbio tdlablfti^ oooBs to ao la eooord »ltb tbo i>ido faoiro 
•f Juaa d 7 to (iaaoreilsolao Gblon^ itel-saeK, ooat to dl 7 * of feet 
to tiMi J*raoldoiat* • aaaouaooaeat of iM oeMO aeto» stating ^fttor 

tbat "a coatlauatloa of air «iad 00 a oporntloas Op forces 
aadar /our JiiMolxoac/* o coaneac adeiD«t tbo Gblaoso aaiaxmu or 
Od^aiaei eiUpplad la Gblaeso eaters or oa tbc bldb eoas woaia aot 
bo ooapatiblo altb tbe dl^cbars^o 0/ tbo Seveatb sloot of tbe 

■ieoioa aoolftaeci to it". 

slaeeroi> /ours* 



braft of aaaolro 

bo Cbiaooo tobaoe/. 




/ £ t GA : b JU o ba ooai od 
9/13/60. B/30/60. 9/.il/&0 



Bi»f«r«nc« is nads to ths Chlness Snbassy* s aids asao irs 
datsd July 7« 1950. ssttixk^ forth the Tisws of ths Chinsss 
OoTsrnasnt on certain aattsrs related to President Truaan's 
stateaent of June 27. 1950. and the aiasion of the United States 
Serenth Pleet. 

The TTnited States Ssbassy at Taipei has already conreyed to 
the Porei^n Office this QoTernBent*s response, where response 
seeaed req.uired» to the indiriduaX questions raised in the 
Aabassy's aide a saoi re. 

With regard to nuabered paragraph four of the aide aeao ire, 
the United States UoTernaent has taken note of and shares the 
oonoem of the Chinese OoTemaent regarding the export of 


ailitsiry eupplies to Oonaunist-controlled areas of China 
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i-URuat l^bO 


r'ossl'f le Hoi 1 tl c«l 


Solution i^espoctIn*"' ; onmosa 


iht.* pur’posfc-- Ji tills 
ol' tiChlevlriP' the rr'in^inum 
t'ormosB wltp.out Ifistlnr 
"iei en se . 


paper Is to exarrilne tho t.or,1 Ity 
o .. secur*'. Ly objective respectlric, 
c 1 tn*er’. t ior-ces to Its 


1. basic assumptions - 


i. .Maither tne Chinese './or.in.unl st i-erlme, por any 
other Ohlneso ror;ime, v^iii ronouiice Cnina's olalrri to 
lormoaa. r or Intarnel political ana oconorr.Ic reasons, 
as well as lor reasons oi intoinatl onal piestl^-te, the 
whlnese Cojfiruun Is t s will koer lha i ora.os fj. Issue alive* 


2. Iho mllltai’y ootentlai oi inairiianc ol.iria is 
30 much ,,.^roaLer l-rian tha e jL‘ roi'niosa that any ref'-.irne 
on the latter which seeks to continue the separ-atlon 
of i'orraoaa from mainland uhina v^lll ultlnietely lall 
unless it la supported by ■outside forces. Ihe ] m- 
balance between military potentials is at preserit 
partially redressed by the comniitment of o,o. military 
forces. Ihe capacity ot the i'*a11 onal 1 st xorces tlier- 
selves, however, remains ausnect. 


H . Vhlle t. selzjii;T the question oi ^ oimosa In 
one 1 orm or another mlrht provide pc-lltlcal j us t LI'1 co t i on 
for the use of V'. '. forces, UI. sponsorship without im’^le- 
mentation by t'.b, or International milltai»y Jorce would 
not In the X'oreseeable future substantially affect the 
basic Imbalance of opposlnr. dhlneae rr.llltaiy potentials 
or remove the need for outside lorces. If maintenance 
of the status quo wore the objective. 


4 . 

I ormosa 
hostile 


f ’ O 


atrate,o-ic requlremerit s witn lespect to 
would be fully met 11 t ormosa were denied to 
lorces lor base purposes. 


Althougi'i more debatable tiiun the preceding oasic assump¬ 
tions, the lollowlng points should be taken int^ account; 




k *• 


!• There is a substantial possibility that Chinese 
Communist military strength, particularly in air end 
SO.fL ca te/?:ories, will steadily Increase. ms uommunlst 





a tien.'’:th 






atrength Incroasos^ the corrmiltraent of u.S. forces 
would have to be Increased, and the difficulty of 
withdrawing U.:»* i or cos will become greater*. 

2. it Is not In the Interest of the b.S. to 
have substantial elements of its armed forces pinned 
down Indefinitely and possibly increasingly in the 
area of Formosa, particularly tn view of growing 
tensions in other theaters of greater cotentlal 
danger to the position oX the united otates and Its 
allies . 

3. In any rrilltary clash betweer. i-.S. and 
Chinese CoTimiunist forces over x^ormosa, regardless of 
the military outcome, the 'J.3. will almoet certainly 
lose politically, in China and In the rest of ^sie. 

4. it is doubtful that such a clasn would I’eraaln 
localized in the iormoau Straits, disongagement would 
be politically dlil'loult, nna tharo is a strong pos¬ 
sibility that we would be pr oyre a si v ©1 .v drawn into a 
general war v^itb Oiina • Such a enerai waj*-, beside 
which the noreari wai- would appear a mere skirmish, 
would be long dJ-aw:.-j^t ana exiia us i i . It coi,iid 
1‘atally weaken us to meet a crisis In i^urope. 

C, ih© iong-teim political u. , ocjectlve in 

Asia should center in Japan, India, and mainland 
China rather than in lorraosa. 

II. Possible coui’se oi‘ action - 

'vVlth the preceding points in mind, a couise oi action 
might be evolved after suitable discussion with friendly 
Powers in which the biS, with the support of the small Powers 
and possibly ostensibly by Asiatic Initiative, wo'ild propose 

tha t: 

1* The potential threat arising from circum¬ 
stances relating to Formosa to the peace of the beat 
Pacific be recognized; end there be projected. In 
those circumstances, an arrangement lor a pecillc 
settlement of the matter. 

2. Ihe U.S, withdraw the Sever\th ileet and cease 
support of the Chinese Isatlonuli at a. 

3 . T he 





3. Ihe question ol‘ Ohlnese representa11 on in 
the tl. now be considered on its merits. 

4. ifie Ctiinese Oommunists iormaily agree, either 
in an undertaking to the uh, or Ir. some other suitable 
vehicle, to the permanent demilitarization ol Formosa 
and, rorthei’, to permit periodic Inspection loi* pur¬ 
poses or ascertainiii^ compliance by a UN commission 
not includirnj: any ot the permanent members ol the 

^ e c ur11 V council* 

o, line concexTied lowers agiee to reliain li'om 
any hostile military action t soever a«:ain3t I'onnoaa, 
unless in compliance w'Ui & uN ordei lierivlng fr-Jm a 
Ciiinese Uoinmunist breach o.f the peace. 

The preceding hy potVie tical solution is predicated upon 
the assximptlon that the only peace: u.l, viable, lon(r-tt;riri 
solution for lormosa nunt envisage ' ts incor pore t iun Into 
China, and that accordingly IX the •'.-d. I. r. to ach.levo Its 
minimum security objective respecting the island without a 
permanent commi tir.ent ol its ov;r'. lorces to the coiense of 
it and without tiie risU (.)f fv uojoi v.ar ‘\ith ihina, these 
objectives must be ach'^eved by political nietiiods; and, 
further, that o political app'roach cannot be expected to 
succeed lonless it is on h rive-and-take basin and has uue 
regard for the opinions of ot.hoi* concexned dtates. 

III. ijl sadvantu'^os - 


The procedure outlined auove has ^tviciont Ci i sacivan t age s , 
notably; 


1. me nOt'oi''1 oLtS .LacA ol' 
of Uommuiiist countr ies in i ull 
obligations. 


gooa 1 a 1 th on ttic part 
iliiVi ii-t.jriiati onal 


t.’• llie aifl position of the ^^ati onali s t s on Formosa 
and the probability that important segments ol american 
public opinion would charge that a "tried and loyal 
friend" was being sold down the river ior a uominunlst 
scrap of paper. 


3. The possibility that a settlement of Formosa 
along foregoing lines might encourage Chinese Communist 
ag "resslon in Southern Asia. 



IV 


i-dvan tages 
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IV, Advantages - 

Jn the other hand, the course of action under dis¬ 
cussion has certain advantar-^es, as follows: 

!• It would accord to previous u.S. political 
commitments. Including those of Cairo, Potsdam, and 
the President's statement of Januai'y t. 

C* it mii^'.ht welj appeal to !.e}iru and cordurLbute 
to InDrovlrirC the v. . , r>olltical r osltion in end 

be roassui'ing to the toople oi' -Europe that wo do not 
intend to exhaust oui' military strenft^th by commitments 
in Asia. 


3. it would ]-on.ove a poteiitial source oi' iriction 
between ttie C.o, and t)ie '-hinuso people, con-.inunL st and 
nori-Oommui^ La t alike, arid cuxiti-Lhato sornethinr' to break¬ 
ing the vicloiis cii'clo ol' mutual susplciori and hostilit;^ 
in which the w..-. cjiid c oiUi- .nis t onina now j i rin them¬ 
selves. Ihe lon;~-teii:4 si rr/t f i cance oJ tliis is i.rn;'03- 
slble t.o evaluate. 


4, rt v^oulci ulitr some possibility oi oL tainiiig 
U.S. secur ity objectives reav^^cting loi'mosa wl.ile 
lifting the btirden for tlie deiejise of i ormosu from the 
U.S. with little. If aiiy, loss of prestige. 


5. t-veii tliough It 

munist Coven rime)nt ' r, bad 

objectives in iorii.osa, 

insuring of those ol joe 

wise ur. cor ta ’ ;'i, m’ ht 1 

nirnost cor t.airi.l •. ‘.von I i 

# 

attondi :t- jur m ^ oi ■ 


failed, owing to a Chinese Com- 
faitn, to Insuih^ • secui'lty 


't n.ust be recriir.ed t'jiat the 


i. 

tlvos bv t'lilitar'. ir;t»ur»s is 

W 

c in-ii-l ' ' rr ! .7 ^ t*-n ms and 


like- 




oat i. 


I « 


i ^ 

• M 


r tra ’K. : 

ol ■ t I CM .1 I' 
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f'cult!es 
e of asla. 


G. 'ihe Chinese s.’or.inanis tn m’r’ht rr'icno a settle¬ 
ment along the lines under’ dlscussioj;, Mlth.>arh tliere 
is ample prnceCent tor tV‘.e deriii L ■ tnr^ zatl on uf strategic 
a.reas by interne ti onal up^rcoment ur.cl such uor.^Llltsriza- 
tion does not constitute a seidous f'ero;.;M11 on of sove.'- 

If they should refuse, the b.;''. political 


eignty. 


AK.h 


position would be improved throu'- 
accept such a compromise. 


its will Ln^-;ne to 


7. -».he darigeiousiy ‘.videnifAg between ourselves 

and our principal allies with respect to ohina would be 
bridged. 


xt is 





It is not the purpose oi this paper to a:3vocate the 
course of action outlined herein, but merely to present 
It as suggestive of a line of thought for consideration 
in reviewing the several possible courses of action 
reapecting Formosa• 
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*>rpR**r»*nt of Stale 
\ __ 


!• It is of vital importanoe to the national interest t)iat 
ve establish our policies toward the Far iUist on a broad bi¬ 
partisan basis as soon as poasiblo. Bitter controveray within 
the United States greatly weakens us in the Far East by renderinf^ 
our djj^loaacy leas effeotive and by weakening the norale of the 
peoples of thet area through doubt as to our reel interest and 
intentlona* Mgr exploration of the problem thus far has led me 
to the ooDOluaion that it should not be too difficult to maintain 
a bl»pertlaan approach toward Japan^ Korea, the Rgrukyus, the 
Fhillppinea, end Southeast Asia* Ve have not yet achieved bi- 
partieenahip toward the main elements of the Ghina-Formoaa 
problem* 



2« It is believed that a basis exists for bi»partisan 
nt on (a) Formosa, (b) the recognition of a government 
of China, and (o) the eeatlng of a Chinese representative in the 
United nations along the lines indicated in the Annex hereto* 

It la emphasised that these lines of motion should be considered 
as a single peokage, the purpose of which is to ret our attitude 
toward China and Formosa on a more reellstlo and workable basis. 


3* It la reooanended that the following steps 
in a eq u e n ce, to expadlte the necessary decisions by 


(a) The bacretary discuss the broad line of a 
with the President and, if the President thiziks we 
the general approach, aak the President to request 

■ of the DepartMnt of Defense (including t 
Joint Chiefs of Staff) as a matter of great urganc; 



, .-n 






Following 
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-tef-s£eR£i- 




Fellowinr the Secretary's talk vltli tha President^ 

(b) Mr« Oalles be authcrlxed to disouss tha proposed 
line of aetlcn with Senator Vandenbarg on a aoat oonfl- 

doatlal baaiai 

(e) Ur« Dalles and Ur* Husk be authorised to dlsouss 
the proposed line of aetion sitb tha Far East Suboonnittee 
of the Senate Foreign Eolations Conaltteei 

(d) The Seeretary and the President to dlsouss the 
p ro p o s e d Line of aetion with the *'Blg Four" of the foreign 
Halations and Foreign Affairs Coonitteea* 

4* If and vhan tha President authorlsaa ua to proesed with 
tha propoaad line of action^ It la reconasanded that! 

(a) Tha natter be diseuaaed with T« F« Tsiang, 

Chinoaa ropreaantatiwe to tha United katlcnc, and with 
the tefitiab ami Franeh Foreign rinlstersi 

(b) The United States f laoe tha question of Foraosa 
before the Seeurity Couneil of the United Nations; 

(e) USOH discuss vith sslsctad UN dslegstiojns the 
proondnros to eet in notion oonsiderstlon of the question 
of sestlag la the United Hetlons* 


Aiiua, 


2 • YQfim&k 





ForttDM im a aattar of lagitlMta and aabatantlal 
intarnatloiial lataraat* Its final diapcaition haa not boon 
fonall^ oado bgr tho goToroMnla roaponaibla for a Japanaoa 
Poaoo Sottlaaiant# In addition^ It la a problaai whleb ean 
proporly bo takon op bgr tho Unitod Nationo Inaaoneh aa it 
olcht load to iatoraatlonal frietion^ night gioo rioo to a 
dlnpato^ or mighty if eontiMod, andangor tho aaintonanoo of 
iat or national paaoa and aoouritjr* Furthor, to tho oxtont that 
arood ineldoata botvoon Foratoaa and tho nolnland oontinuo and 
lorgor hootllitlaa aro 1aaiinont» tho aituation la ona vhloh 
night oloarly conatltuto a throat to tho poaco slthin the 
■oanlnc of Chapter VII of tho Chartor. 


ynltiftf ^tatoa latoroat 


F 


Tha principal Intoroats of the United 

pro b lo w orot 


tatos in tha 




(a) Our eontinuing intore^t as oxw of tho prlnoipol 
a iBVolood in tho Japanoso Paaca ^ottlaaant; ainea 
of tho nar^tioo ooaaaitnonta of tho Soriot Union on 

ttora haoo not boon fulfilled^ tho Unitod 
States should rooorro all of ita rights pendijv: a 

Poaoo Sottlonont} 





(b) Cur doalro to aroid tho forciblo aoisuro of 
Fonooa and ita Chlnasa end Formosan inhabitanta by 
Goawmiat forooai 


(a) Our doaira to prevent tho military exploitation 
of tha ialand of Forooaa by foreoa hostile to tho United 
Statoo and ita allioai 


(d) Our doaira to aoe tho issues ooneerring Fomona 
oottl^ ^ poaooful noana rather than fay hoatilitloBi 


(o) United Statoa Intoront and proatijro aro not 
oornod with the ■aintonanco of any particular nox>-Cca 


ragina on Fo 



3. Unitod 





XI • R£COGMITIOtt OF A GOVEJiN-iOIT OT QiilUA 


It la laportant that Unltad Stataa pallco^ tovartl tha 
raaofaitlM of a i^oTorfont la Chlaa oapport our political 
obJoetlTM la Aaia taut alao ba raaliatlMlIj taaaad upon tha 
faataal aituatioa* In tha praaaat oonfuaad altuatlM la 
ChlnOf BO olaar»aat raaofaitlon of aagr goraranaat aa tha only 
ggaarnwa a t of "Chlaa” would ba raaliatie^ nor can it ba pro* 
dietad whao tha aituatlon in China will ba alar if lad* For the 
praaaat, it la daalrabla to aaka awallabla to tha lational 
nnwamBant of chim tha aupport and faollltlas vhleh ara iiv* 
walwad iB aaBtlnalag dlploMtia ralatloaa* Tha ^tatanaat 
whlah foUawa iBdiaataa a way in whlah thaaa aawaopal faatora 
aaa ba aoBbiaad la an Intarla policy on raaognltlont 


”1 want to taka this opportunity to rarlew trlafly tha 
problan of diplomatic raeo^nltlon In regard to China. Tho 
p^Klaa aroa a haaauaa of tha Chlne^ie Coomunlats' continuing' 
and prograaaiwa auaeaasaa orar a ymriod of aavaral years in 
tha ChlMaa aiwll war. Thaaa culainatad In tho aatabllaltiaent 


laat Oatobar at Faking of tha Coaaainiat^atylad ’’Cantral 
?aapla«a Gawaraaaat" of tha ''Faopla*a litapubllo of China”. 
Siaaa that tlna, tha Chinaaa Coauaunlata hawa proeaadad to ax* 
land thair control southward and westward In China. As a 
aaaaaqinanBa, tba National CowarruaaAt owaouatad to Fomoaa, 
which ia BOW tha only area whara tha regular aut>«rlty of 


that Go 


At axtanda. 


*Xt would ba a alataka, howawar, to eonoluda that tha 
Pakiag r ag l ma axaralaaa affactlwa control in all of tha terri¬ 
tory €»f Chlaa apart froa Formosa. Kaalstanoa to ConauAlat 
autbarity aoBtiaMs ia oartain diatrlcta. Tibet raaalns unJar 
ita fomar rulara. And wary axtanalwa az>d inportant regions 
of Chlaa ~ laaludlng all of Uanebaria, parts of ^Inklang and 
parbapa alao of tha lunar .^«ngollan prowinoaa — have for 
pnotiaal porpoaaa bea n taken ewer fay Sowiat Ruaalan iaparlal- 
laai« Thia laat dawalopaMnt earrlas with it aost aarloua la* 
pllaatioaa for tha welfare of China «nd for international paaea 
la that part of tha world. 

*Ib tha aaatha ainaa tha founding of tha Peking raglaa, 
that ragima has aondwetad ita intaraatlenal ralationa in a 
aay aaah aa to auggaat that ita iadapandanea has bean aarloua ly 


intarfarad 
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with 
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bgr tbo SoTiot Onion 

So for 

0 m of 

dopnrtnro froo tho 




through ooptinulng 
no Onitod Stntoo 
inoinnooo hoTO ooeurrod 
rooognlood otnndnodo 



of OOII>» 


Aunt in Istomotionnl rnlntlono* inorionn ofriolnlo havo boon 
nlotrontod with offioini ooaaionnoo^ and in non# iaotnncoo 
dlroo%lgr bjf tho loonl nuthoritioo* Coanulnr proportion of tho 

Unitod Stntoo hnoo boon ooinod in riolntien of trontoT rights* 
BonoHotion of Anorionn imtionnls dooirina ^ Iooto Chino hno 
boon offiololl^ obotruotod* 



r Unitod Statos oontimieo to oooord diplooatlo 
rooogaltion to tbo tetionol GoTomnout of Chino» now loeotod 

OP Fomoon^ no om ot tho ouo tino owaro that tho Chinooo Cooi^ 
■uiint rogfio ot Poking oxoroisoa control owor « largo port of 
tho tmrrlpary of Ohino* Tho Unitod Stotoo looko to tho Poking 
rogljoo toK dloehargo tho obligotiono ottochin^to adnlnis trot ion 
of tho t^rritozT' whioh tlwt ro^ine.oontroloyun^ oo our G 
aont lo^idco to tho National GoTornmnt of Chino Fomoa^to 
diochaiii^o ito Intornatioml oh^i^oiioos*'*^ 


/ 


; 







Ill - CHINESE 


Ill • CHIM£SJi; R£i'K£S£:/*TAriu!« IN This UK 


Th« probim of seetlag a ChinoM roprosontatlva ia th« 

UK shoQirt bo doolt with bgr tbo UK on gmorol priaelplM and 
proooAnrM appliooblo to sMtls^ roproMOtatlTos of Uam’kmrm 
whm thoaro mrm rioal olaiMSt goyimunts# This qtieotion mat 
bo tokon up bgr tbo noxt Gomrol Aooooibly, Am on ooor^ll 
polioy probloo^ only tbo Oonorol Aooonbly should dooide whieh 
of tho ooapoti^ oloinont goToriisnta should bo sootod in tho 
UK os roproaontotlYos of Kssibor stotos) this dooision should 
bo usdo tQT o slsiplo aojorityn '^han Conorol Assonbly is 
not in sosoioo^ tho Soourity Council should bo suthorlsod, 
ponding finol dooision by tho Oonorol Assembly, to docide bo* 
tvoon ocnpoting eloimants a veto of srgr .^ovon naa)'>er:> of 
tho Soourity Ckoinoil* ^^hea n govemnont ia sooted fay the UN 
os roprosonting o Konbor state, such, go-vernnont woiiJ.d be bound 
to fulfill tho legal, >)oliticol anti financicil obligtitiozi.T of 
that Hottbor to tho United Haticn.*^. 

PTOOodurolly, it sould bo uoairmble tc obtoin Uh con* 
oidorotioa of tbo gonarol issues prior to the Goners'! Assembly 

in order that tho Gonoral Asset^bly in m.lght bo able 

to ooM to o dooision pronptly* Tltis c uld bo done by ^kaving 
tbo Intsorin Cownittoo noko o study during tho 3umruer and re* 

port ito roeoHsondotlons two or tlu^oo weeks boforo tho opening 
of tbo Fifth bmoion of tVio 0 oners 1 Assombly* The Intorlm 
Gonsittoo night ro]x>rt on (a) the general princiolea to be 
^ipliod to tho sooting of roj^rosontativos in organs niv) ag encies 
of tho UK when tiiore are rival clnijuant rrv-^jrjiwien+-,>, (b; 
tbo pz^ooodures to bo jagplle! liy tiio fonorsl .iBsoi bly in its 

oouldorotlon and dooision of tb<< qui of scvntir.r the 

roprosontotivos of China. 

Although it soulii bo possible now for the United dtates to 
portio lp oto in o diaousaicn of applies ole goners 1 principles 
and prooodu 2 H)o, It is not poosibic to say now 'lov the facts in 
tho China situation will fit such prinoiplos oikI jiroooduros in 
Sopt—hsr. ISvonto ia Chino Itooli', tho ocnduct of t^•e Ir eking 
rogiao toward ito noighboro, and tho ottitodo of tho out!)ori* 
tioo on tho noinlond toward a pooifio scttla'i.^i t cf the Fom'.o8a 
proUoii are foetors whloh laay offeet tho ans^ter reschoti fay 
■any US Dologotions. 


Under 




Oad^r th» pMsmr# of tho SoTiot vithdrooill oad iAarooolBc 
roMcmitiea of tho Poklag roeloo^ tho prooont proopoet io thot 
• mJorlV of tho UH ooihoirohlr would woto to Mot Chinoow 



rofar0 oontotlwoo uwlooa 


footers OBtor tho oltuo* 




SlMo tho froo world osqpoeto tc nowo to tho ooiuitor-* 
offonolwo azad rod tt oo Iroolia oontrol oror ito proooot orhdtf 
ond olnoo w« wish to hoTo floocihility In dealing with poooihlo 
BOW oltuotiono in Chino, it would bo odwwatafoouo to tim froo 
world to howo tho ooati^ quootlon doeldod by tho UV with 

■airlwiin oaoo ond a winiwua nojorlty in order to ootablioh 
procoduroo of wawlaitw benefit to us In the future* 
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CSl'^riWENT OF 


Oontinued Chlneee Intervention 


In Korea Upon U3 Policy toward China 



Ncv, 


3oix 

17, 1950. 


The UN political efforts to Induce the withdrawal 
of Chlneee Communlet forcee from Korea will -nresumably 
enter their final nhaee with the arrival at Lake Succeee 
of the Chlneee Communist Delegation, with the succeee of 
those efforts by no means assured. If the political 
efforts fall It may still be nosslble to locallxe the 
fighting In Korea, but there must be considered likewise 
the poealblllty that we shall In due course O"^ time find 
ourselves engaged In open major hostilities with Commu¬ 
nist Chlna*-even though there be no declaration of war. 
This development might occur, be It noted, deenlte our 
present intention and desire that we not become Involved 
In a major war In the Far East. Such a development 
would bring us to a decisive turning point In our policy 
toward China. Our military objective In the event of 
war would naturally be the defeat and overthrow of the 
Chinese Communist regime. since we would not wish to 
commit in China the ground forces necessary to bring 
about the defeat of the Chinese Communists In the field 
and in as much as such defeat could hardly be accomplished 
by air attack alone^ we should presumably desire to create 
and support an effective Chinese opposition to the Pelning 
regime. In line with such objective the following steps 
or variations and combinations of them might be found 
desirable: (1) Formosa should not only be defended but 

could be used for offensive Tmrposes (In the given clr- 
oumstanoe the U.U. would have a considerably greater 
measure of international support than has been the case 
heretofore); (2) Chinese Nationalist forces In being on 
Formosa could be promptly landed on the mainland In a 
strike at the Communist rear; (3) Advantage should be 
taken of any opportunity that might of-^er to Introduce 
new^ enlightened, vigorous leadership Into the Nationalist 
war machine; (4) Anti-Gommunlst Chinese guerrillas now 
active In south and west China could be coordinated and 
supported; (6) The remnants of PAI Ch'ung-hei^s array now 
interned by the French In Indochina could perhaps be 
released and rehabilitated; (6) Moslem leaders like Pal 
Ch*ung«-h8i, MA Pu-fang (understood to be In Egypt) and 
MA Hung-*kuei could be employed with the view to reactl- 
. assisting possible Moslem opposition In 
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northv«st China; (7) There could be undertaken through 
these TsriouB Chinese media a vigorous campaign designed 
to induce defection of Chinese Communist forces; (8) 

There would, of course, be continued the oresent support 
of the policy of keeping the National Government In the 
UN and of opposing the seating of the Chinese Communists; 
(9) As a corollary to the above efforts it would be highly 
advisable to restrict American aerial attack in eo far as 
possible to targets of nrlmary and secondary military 
importance, avoiding in main strategic bombing and fire 
bombing which would bring heavy civilian casualties. 

It is of course understood that the 1'.:'. ^ironoses 
to avoid If at all oosslble the political and military 
disadvantages that a war with China would entail. Our 
present posture In Korea In the face of sn apoarent 
threat of strong Chinese Communist Intervention, liowever, 
suikes it incumbent upon us to consider the present 
possibility. The above considerations themselves are 
set forth with realisation that the suggested lines of 
motion would, of course, have to be undertaken within 
the framework of allocations of men and materiel from 
our available national resources. Binoe war between 
the U.3. and China would probably be in all logic an 
attendant phase of world War III, it must be oresumed 
that we should be acting under political and military 
limitations >diloh cannot now be foreseen. 


oo. B/P 

fC - Mr. Emerson 

Mr. Peake 
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